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JUL 30 1991

Dear Sir or Medaonm:

We have coapleted our consideraction of your application for recognition of
exemption tcoa fedexsal incoee tax under section 501(e)(4) and scction
Sui(c)(12) of the Internal kevenue Code.

According to your Articles of Incorporation, you were forme:. for the purpose of
furnishiog a2 water supply for gemeral howse and dooecstic purposes to individuals
who are seubers of said corporation residing in the rural srcas along

Your only activity has been t0 construct a waterline to coancct your members
with the local -untct coapany line. Your members asre cuteide the
boundaries of the existing water supply company or district. l&mbenhjp .
is Jiudted to the existing [l members along i-. You will
ssiatain this waterlins as veeded. The cost of the line and any future
stance 19 shared equally Dy acubeze. vater meters are provided by the ©
District. That enctity provides the actual :

B mur supply and service anic. bille members for water usage.

"’ ‘s

Scctloc 501(c)(4) of the Internal 2evenue Code provides exemption for:

“Civic lesgues or organizations not orzganized for profit but
operated exclusiveiy for the pconotion of social wlfare...”

Section 1.50i(c)(4)=1(2)(2)(1) of the Income Tax Regulations provides that:

‘ “An organization is operated exclusively for the promotion of
socisl wifare if it ts primarily engaged in promoting in some
. sy the cowston 3006 and general welfare of the people of the
* . commmity. Aa orgenization embraced within this section 1s one

“wihich §s opaerated primarily for the purpose of bringing about

eivic battectaent and socisl Lluprovements.”

An ofﬁihiution will not qualify for exemption under section 501(Ce)(4) 1f 1t

' op.t‘tco primsrily for the benefit for a private group or segrect of the
» cosamnity. For exsmple, a community television antenna organiration, whose
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to bm!lt the commaity i zmul. -o held not to gqualify under uctlan
. isol(.)(l)- !u lpnnu Rnling 54-39&. 1934~2 c.l. 131.

Sactica smemz) - provides cge h ura-n status of benevolent life
. e of & pu loeal cluuctor. muteal ditch or Lrrigation -

;0% . Sogperative, tealephops cunua. or 1ike orgsnisatioms;
dht or mere o} the u«u consists of amounts collected !to-

inun. as u«l ta ssction 301(c)(12) of the Code, 1o
‘1imiced by ‘cha t; 5 0f .organisutions spscified 13 that section. It 1s .
epplicadle nl.’ s those -mul 6r cooperative oTganisetions that sre engaged
in sctivities similer 1a nature to tlis publie utilicy type of service or .
business customarily counducted by the specified organizstions. See Revenue . -
Reling 33-170,:1983~1 C.Bs. 97. Comsios types of like organisa ‘ons qualifyiig
under section 301(e)(12) are mitusl or cooperative slectrid companies and water.
companies. . See" lnvau hung 67—265. 1“1-2 C.3. zos.

An orgsnizatioce unam Ilc tmldltd s uu onauuuon of a public uuluy

type o1 organiimtien iqnxy becsuse 1€ assists ite nembers in providing or

obtaining publiec u;ﬂ&ty type. services. See the court case, Consumers Credit

. ural Klsctrie om-uuu vf’mumr. 37 7.C. 136 (1961), which held that

an organization this fiuenced the purebase and installation of electrical

equipment dy MI i‘f ifl l.bot m”uttvan was not & like corporation.
STy

In your cass, - Wc ;i tﬁn you dq not qualify for exemption under
section 501(€)(4) of.the (ode Decsise you sre operatad primsrily for the
bonufis of your, Peivate Bei — .N.p ththor thn to promote the nl!aro of the*
. Gommmity 1a & W‘ n‘ml wy. s

. i heve .1.0 dets

' 501(e)(12) of tho Mg e é
orgsaisation. ' You de “‘3 ot

10w are EsTely 1 Y

water servies frem the

sot dirutly n«“&u doe ot Ban

Aceordiagly, hauc ws bave. “tudnd you do not qualify for tax-exempt
status wder section 501(c)}(4) ¢r section 501(¢)(12) of the Code, tax-exempt
status 1s heredy dénied. ton olluu file federal iseome tax returns.

g
1f you do net agree vuh ;hou conclusicns, you may, within 30 days from :ho
dsts of this lettsy, file in duplicsts - brief of the facts, law, ' ‘4 argument
rhat clesrly sets forth your position. If you desire an orsl dis: .sion of the

issue, please indicate this nl ynr protest. Ths enclosed Publica.ion 892
gives n-nneuou for uuu n ‘protest.

thn m ‘o mot. qu!“y tot u-puou under section
‘0 are oot a pudlic utilicy-type or "like™ »

6. vate? or other utility services. ™~

ensbles your assbership to- obtafn - ,

I Dietrict. You ars

Ox! 11ks services.

If yu do not !uc a protest v;th thie office within 30 days of the date of
this raport or leatter, this mpoud dsterninstion vill become finel.
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If you agree with thase conclusions or do not wish to £ile # written protost,

please sige and return Form 6018 o the enclossd sslf-asddressec ecuvelope as
soon as possibdle.

If jyou have any questious, you may comtact the persoa whoes name appsars On the
top of this letter.

Sincerely,

strict Director

Eaclosurss?
Publication B892
Form 6018





